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REITS BACK ON TOP
After taking a breather in Q4 2010, REITs outperformed the S&P 500 and NASDAQ in Q1 2011, as they now have 7 out of the last 8 quarters. The REIT industry reached a total equity market capitalization of $430 billion at quarter-end, an 11% increase from December, and only 2% off the year-end peak of $438 billion in 2006. 
CAPITAL INFLUX EYES ACQUISITIONS
REITs tapped the common equity and unsecured debt markets for a recordsetting $39.5 billion in 2010, and with over $11.9 billion raised in the first quarter of 2011, show no sign of slowing down. While REITs generally used the capital raised over the last two years to reduce leverage and clean up balance sheets, many are now on solid financial footing and expect to utilize fresh capital to strategically grow their portfolios.
REIT Capital Issuance Source: NAREIT.
DEAL FLOW'S UP -CATCH THE WAVE
As REITs continued to raise new capital at a record-setting pace, both public and private market valuations moved higher through Q1 2011. Reflecting the rise in real estate values, cap rates maintained a steady decline through the quarter, with private market cap rates reaching 6.7% and implied REIT cap rates falling to 6.2%. Although REITs have maintained an implied pricing advantage over the private market since July 2009, many private equity investors are stoked to get back on their boards in search of the big kahuna. The combination of surging new capital issuance and rising market prices has generated an initial groundswell of commercial real estate transaction volume over the last several quarters. Indeed, $28 billion in total volume closed in The transaction momentum continued into 2011, with several large deals announced in the first quarter. These deals involved a range of industry participants and included private-to-public (HCN-Benchmark, HCN-Genesis and AHT-Highland), public-to-public (VTR-NHP), and public-to-private (Blackstone-Centro) transactions across a range of strategic objectives and property types.
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KEEPING FIT: MEDICAL OFFICE SECTOR SPOTLIGHT
The medical office building (MOB) sector (including physician offices, ambulatory surgery centers and other outpatient facilities) has matured into an institutional asset class over the past several years given stable demand drivers, balanced new supply, and the growth of several high-quality, specialized developers. The sector will continue to benefit from the baby boomers transitioning from middle to later stages of life. Of note, US healthcare spending is projected to surpass 20% of GDP before the end of the decade.
Hospitals face increasing pressures to contain the cost of healthcare delivery, due in large part to a growing dependence on limited government reimbursements. At the same time, consumers seek more convenient access to healthcare providers outside of the hospital "bed tower". These trends are driving a dramatic structural shift from inpatient to outpatient delivery of services, particularly as advances in technology allow for more procedures on an outpatient basis.
